ORDINANCE NO. 12-01

AN ORDINANCE OF THE CITY OF KEY WEST, FLORIDA,
SUPPLEMENTING ORDINANCE NO. 03-15; AUTHORIZING
THE ISSUANCE OF A SERIES OF SEWER SYSTEM
REVENUE BONDS FOR THE PURPOSE OF FINANCING
SEWER PROJECTS ORIGINALLY FUNDED THROUGH
THE STATE OF FLORIDA DEPARTMENT OF EMERGENCY
MANAGEMENT AND PAYING COSTS OF ISSUANCE
RELATED THERETO; PROVIDING FOR THE PAYMENT OF
SUCH SEWER SYSTEM REVENUE BONDS FROM NET
REVENUES OF THE SEWER SYSTEM OF THE CITY;
AUTHORIZING AN AMENDMENT TO THE RESERVE
ACCOUNT REQUIREMENT UPON CONSENT OF A MAJORITY
OF BONDIIOLDERS; AND PROVIDING AN EFFECTIVE
DATE.

BE IT ORDAINED BY THE CITY COMMISSION OF THE CITY OF KEY WEST,
FLORIDA:

SECTION 1. AUTHORITY FOR THIS ORDINANCE. This Supplemental
Ordinance is enacted pursuant to chapter 166, part II, Florida Statutes, and other
applicable provisions of law. .

SECTION 2. FINDINGS. 1t is hereby ascertained, determined and declared that:

(A) On September 21, 1999, the City Commission, as the governing body of the
City of Key West, Florida (the “Issuer”), duly adopted Resolution No. 99-346 (the “1999
Resolution”), which authorized the issuance of the Issuer’s Sewer System Revenue Bonds in
one or more series in an amount not to exceed $23,000,000 to finance the cost of design,
permitting, acquisition, construction, and reconstruction of improvements to the Sewer
System.

(B) The issuance of said bonds was subject to a bond referendum held on
November 2, 1999, wherein the qualified electors of the [ssuer approved the issuance of said
bonds (the “1999 Referendum”).

(C)  Following Hurricane Irene, on February 9, 2000, the Issuer received a grant -
through the State of Florida Department of Emergency Management (“FDEM”) Public
Assistance FEMA Funds (FEMA Disaster No. 1306-DE-F1) to finance certain capital
improvements to the Sewer System (the “FEMA Grant”). The Issuer completed said capital
improvements in November, 2002.

(D) The Issuer underwent an audit of the FEMA Grant. On January 26, 2004,
the Issuer received official notification de-obligating the FEMA Grant on the grounds the
damage to the Sewer System (as defined in the Original Ordinance) was preexisting and
not a result of Hurricane Irene.

(E) On September 28, 2011, the Issuer received a demand letter from FDEM
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requesting reimbursement of $6,268,629.46 of the FEMA Grant.

3 The Issuer deems it necessary and in the best interests of the Issuer and the
residents thereof to authorize the issuance of sewer system revenue bonds for the purpose
of financing sewer projects originally funded through FDEM.

(G) Ordinance No. 03-13 of the Issuer, duly enacted on June 17, 2003, as
supplemented and amended (the “Original Ordinance”), provides for the issuance of
Additional Parity Obligations (as defined in the Original Ordinance) upon compliance with
certain requirements therein.

(H)  The principal of and interest on the sewer system revenue bonds shall be
payable solely from the Net Revenues (as defined in the Original Ordinance) of the Sewer
System.

SECTION 3. AUTHORIZATION OF BONDS. The issuance by the Issuer of not
exceeding $6,400,000 Sewer System Revenue Bonds (the “2012 Bonds”), for the purpose and
secured as specified above; to be dated, to bear interest at a rate or rates not exceeding the
maximum legal rate per annum, to be payable, to mature, to be subject to redemption and
to have such other characteristics as shall be provided by subsequent resolution of the City
Commission prior to their delivery; is hereby authorized. The City Commission may adopt a
specific bond resolution (including any resolutions supplemental to the bond resolution),
supplemental to this ordinance, which sets forth the fiscal details of the 2012 Bonds and

other covenants and provisions necessary for the marketing, sale and issuance of the 2012
Bonds.

SECTION 4.  AMENDMENT TO TAKE EFFECT UPON CONSENT OF THE
REGISTERED OWNERS OF NOT LESS THAN A MAJORITY OF THE OUTSTANDING
BONDS. The following amendment to the Original Ordinance will take effect at such time as
the written consent of the Registered Owners of fifty-one percent or more in principal amount
of the Bonds so affected and then outstanding is obtained. BY ACCEPTANCE OF THE 2012
BONDS, EACH REGISTERED OWNER THEREOF IS DEEMED TO HAVE CONSENTED TO
THE PROSPECTIVE AMENDMENT CONTAINED IN THIS SECTION. Section 17(B){(3) of the
Original Ordinance is hereby amended by adding a new paragraph to the end as follows: '

The Issuer may also establish a separate subaccount in the Reserve
Account for any series of Bonds and provide a pledge of such subaccount to the
payment of such series of Bonds apart from the pledge provided heren. To the
extent a series of Bonds is secured separately by a subaccount of the Reserve
Account, the Registered Owners of such Bonds shall not be secured by any other
moneys in the Reserve Account. Moneys in a separate subaccount of the Reserve
Account shall be maintained at a level applicable to such series of Bonds secured
by the subaccount as designated by the Supplemental Ordinance authorizing
such series of Bonds as the Issuer deems appropriate, provided such level may
not exceed the Reserve Account Requirement for such series of Bonds. Moneys
deposited into the Reserve Account to replenish withdrawals therefrom shall be
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deposited in the Reserve Account and the separate subaccounts in the Reserve
Account on a pro rata basis.

Further, a series of Bonds may be issued without being secured by the Reserve

Account or any subaccount therein to the extent so provided by a Supplemental
Ordinance.

SECTION 5. REPEAL OF INCONSISTENT PROVISIONS. All ordinances,
resolutions or parts thereof in conflict with this ordinance are hereby repealed to the extent
of such conflict.

SECTION 6. ORIGINAL ORDINANCE TO CONTINUE IN FORCE. The Original
Ordinance and all the terms and provisions thereof, are and shall remain in full force and
effect except as may otherwise amended and supplemented hereby.

SECTION 7. EFFECTIVE DATE. This ordinance shall take effect immediately
upon its final passage and adoption.

Read and passed on first reading at a regular meeting of the City Commission held
on this 15% day of November, 2011.

Read .and passed on final reading at a regular meeting held this 3™ day of January,
2012.

Authenticated by the presiding officer and Clerk of the Commission on the 4t day of
January, 2012,

Filed with the Clerk on January 4, 2012.

/A

Craig Cates}/i\/léyor i

" *f
Cheri Smith, Cifl Clerk
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THE CITY OF E{EY WEST

Post Office Box 1400 Key West, T1. 33041-1409 (305) 09-3700

EXECUTIVE SUMMARY

TO: Jim Scholl, City Manager
E. David Fernandez, Asst. City Manager

FROM: Jay Gewin, Utilities Manager
DATE: December 14, 2011

- SUBJECT:  Approving a Bond Resolution and Ordinance to Authorize
the City of Key West to Issue $6,400,000 in Sewer System
- Revenue Bonds to Finance Sewer Projects Originally
Funded Thr -ough the State of Florida Department of
Emergenc y anagement Including Paying Costs Relating
to Loan [ssua%nce _

g woF T £y

ACTION STATEMENT-

This resolution and accompanying bond ordmance will authorize the City of

: Key West to authorize $6.4 million in sewer system revenue bonds, series
2011, to f[nance sewer projects orlginally funded by the Florida Department of
Emergency Management (FDEM). This resolution and ordinance will also
allow the City to pay the costs relatang to secunng the Ioan agreement

City Staff and Public Financial Management ;
-Consultant, both recommend executing.a 15 oan ‘with Branch Banking
and Trust Company (BB&T) at a:.2.65% mterest rate.

BACKGROUND:

Hurricane frene hit Key West on. October 15 1999 dumping approximately 9
inches of rain on the island in a 24 houir period. .Representatives of the Florida
Department of Emergency’ Management met with City Staff and wrote project
worksheets for funding repairs on Jantiary 28, 2000 after background
information was provided by the City.

$7,027,292 in FEMﬁttjunding was: Obligated to the City on February 9, 2000
following their review and a conference call with the Governor's Office. Based
on these approvals, the City initiated construction projects to repair our sewer

Key to the Caribbean - Average yearly temperature 77° F.




system in Sewer Districts F & G on July 7, 2000.

FEMA conducted an audit of the sewer project on September 5, 2003. After their review, the
$7,027,292 in funds was de-obligated January 26, 2004. This meant that the City would be
required fo repay the state and federal share of $6,268,629.46. A primary reason for FEMA
de-obligating the funds was their opinion that the sewer system was already damaged prior to
the hurricane.

The City strongly objected to this de-obligation of FEMA funds, and filed appeals on January
30, 2004 and April 25, 2005. They were both denied.

The City enlisted the assistance of U.S. Representative lleana Ros-Lehtinen, and also
utilized our federal and state lobbyists. However, the position of FEMA and the Florida Dept.
of Emergency Management remains unchanged. They are demanding payment of the full -
$6,268,629.46. Failure to pay this sum could result in the City being at risk for losing future
funding from FEMA for recovery projects resulting from hurricanes or other disasters.

Therefore City Staff firmly believes that we have exhausted all efforts trying to lobby the issue
further, and it is now time for the City to resolve this debt in a' prompt manner. '

PURPOSE & JUSTIFICATION:

If the City were to pay the full amount of $6,268,629.46 all at once, it would have the
significantly negative impacts of decimating our sewer fund reserves, resulting in cuts to our
capital program and significant future rate increases to ensure sufficient fund balance to
operate the wastewater treatment system. :

Staff therefore believes that it is in the City’s best interest to secure a loan to cover the
amount of funds that are owed.- This will minimize the negative impact to sewer fund
reserves and rates for our customers. We have already programmed a $527,378 payment in

- the current and extending 19 future years of the rate model in anticipation of resolving this
debt to FEMA.

The 15-year loan that is being recommended by City Staff and the City’s Financial
Consultants would result in annual payments between $550,000 and $555,000. This is close
enough to the figure we have already budgeted to confirm this 15-year loan will not impact
future rates.

The City has also confirmed from our bond counsel that the original votér approval for sewer
bonds in 1999 could authorize us to secure this loan to resolve this debt with FEMA. The
sewer projects constructed de-obligated by FEMA is within the scope of work detailed in the
bond referendum, -

Our bond counsel has gone out for bid to secure the lowest rate obtainable for a loan of $6.4
million so that we can re-pay the debt in full, and to cover the fees for bond counsel and for -
the financial services consulting required to secure and obtain the loan for the City. The
annual payment for this loan will be incorporated within the future sewer rate models. Please
see the report from Public Financial Management, Inc. which details the bid process and their
recommendation.



Upon the City’s request, BB&T has removed the 1% prepayment penalty after the first 7.5
years of the 15-year loan. Previously, a 1% prepayment penalty would have been in effect
throughout the entire length of the loan.

City Staff and our financial analyst are recommending against selecting the slightly-lower
interest rate loan proposals from JP Morgan Chase and SunTrust Bank because they include
onerous provisions that would allow either to raise the interest rate resulting from factors
beyond the City's control. City Staff and our Financial Analyst both believe that the minimal
annual savings (approximately $7,000 per year) under the JP Morgan and SunTrust
proposals is not worth the risk of having our interest rates increased without our ability to
object.

First State Bank of the Florida Keys also submitted a bid that is not recommended by City
Staff or our financial analyst. The First State Bank loan would cost the City approximately an
additional $50,000 per year. Over 15 years, the City would have to pay an additional
$771,694 to First State compared to the BB&T loan. Additionally, First State Bank is
requesting $50,000 more in fees and expenses to set up the loan than BB&T.

OPTIONS:

1. Approve the bond ordinance and resolution that will allow the City to resolve the
debt with FEMA/FDEM. Accepting the 15-year loan from BB&T would have no
impact on rates, sewer fund reserves, and our capital improvement program.

2. The City Commission could recommend the execution of a shorter-term 10-year

loan to resolve the debt. This option is not recommended by City Staff or our

- financial consultant because the annual payment is over $250,000 beyond the

figure we had budgeted to resolve the debt. This would therefore have an
impact on future rates, our reserves, and our capital improvement program.

3. The City Commission could recommend the execution of a longer-term 20-year
loan. This option is also not recommended by City Staff or our financial
consultant. While the annual payments are $50,000 lower than what we have
budgeted, the loan for this period is at a higher interest rate for a longer period
of time. This would resutlt in the City paying approximately $1.2 million more
over the duration of the loan.

4. The City Commission could recommend the execution of a 15-year loan from
JP Morgan at a slightly lower interest rate than BB&T, at 2.48%. This option is
not recommended because the JP Morgan loan includes a clause that would
allow them to increase interest rates in the event that capital charges change,
or banks’ cost of funds change. This could result in a sudden increase in
interest rates that could be very significant to the City. If the City was willing to
accept this risk, it would only result in an annual savings of around $7,000 per
year. City Staff and our financial consultant believe this minimal savings from
the secured-rate BB&T loan is not worth the risk of an increase in loan interest
rates that could significantly raise the total cost to the City.



5. Do not approve the bond resolution. This option is not recommended, because
if the City were to pay the entire $6,268,629.46 debt at once, it would have a
significantly negative impact on sewer fund reserves, our capital improvement
program, and sewer utility rates. Our capital improvementi program includes
items that are critical to the operation of our sewer system to minimize the
chance of sewer spills in our City sireets, and to ensure the flow of wastewater
to the WWTP.

FINANCIAL IMPACT:

If the City were to pay the entire $6,268,629.46 debt at once, it would assuredly resultin a
significantly negative impact to our sewer fund reserves. As you recall, our sewer reserves
were also impacted by the North Roosevelt Project bid being approximately $2 million above
FDOT’s construction esiimate.

By securing a 15-year loan, the sewer utility will be able to pay back the entire debt amount at
a rate that will not negatively impact the sewer fund reserves or the capital improvement plan.
$527,378 per year has already been pregrammed into the sewer budget in account 401-
3501-535-71{principal) and account 401-3501-535-72 (interest) in anticipation of resolving
this issue.

The annual payment for this loan is only approximately $27,000 above what we had
budgeted, therefore approving the 15-year loan from BB&T will not have an impact on utility
rates. '

RECOMMENDATION:

Staff recommends option # 1, that the City Commission approves the bond ordinance and
resolution allowing the City to secure a $6.4 million 15-year loan from BB&T so that we can
resolve the sewer debt issue with FEMA/FDEM.



— PFM’ Lincoln Plaza 407-648-2208
= Suite 1170 407-648-1323 fax
Wknm— 300 5. Orange Avanue www.pfm.com
The PFM GIOllp Qrlando, FL
Public Financial Management, Inc. 32801-3470
PFM Asset Management LLC
PFM Advisors
November 28, 2011
Memorandum
To: David Fernandez, Assistant City Manager
From: David Moote, Public Financial Management
Re: $6.4 Million Sewer Systern Revenue Bond, Series 2011— Recommendation Memo

On November 4, 2011, Public Financial Management, Inc. (PFM) distributed Requests for
Proposals (RFP) on behalf of The City of Key West, Florida (the “City”) to identify financial
institutions that could provide the City with a fixed rate, bank-qualified term loan in the form of a
Sewer System Revenue Bond (the “Term Loan™). This debt will be a private placement and the City
does not anticipate preparing any disclosure documents. The proposed Term Loan will be used to:
(1) provide funds for the financing of sewer projects originally funded through the State of Florida
Department of Emergency Management in the amount of approximately $6.2 million; (2) fuad a
debt service reserve fund; and (3) to pay the associated cost of issuance. The principal of and interest
on the proposed Series 2011 Bonds will be secured by the Net Revenue derived from the City’s
Sewer System.

Prior to the submittal deadline (November 22, 2011) the City received four (4) proposals {rom the
following firms: BB&T, Fist State Bank, JP Morgan Chase and SunTrust Bagk. A summary of each
proposal is included as Exhibit A.

A bank loan proposal is different than a “hard bid” proposal in that the unique terms and conditions
of each proposal must be considered in order to determine the optimal financing proposal. The
actual interest rate charged is the primary factor, but call provision, legal provisions and the potential
for adjustment in the “fixed rate” are also critical factors. In this case the critical factors under
consideration—in addition to the interest rate—are financing duration, call provisions and change in
interest rate provisions.

s Financing duration — Historically, the City has maintained a very conservative approach to
issuing debt and amottized debt as quickly as possible. The RFP allowed-banks to submit
proposals with duration of 10-yeats, 15-years and 20-years. As you would expect the interest
rates increase with the duration of the financing so a shorter financing is preferred.
However, as the term of the financing decreases, the annual payment increases. Based on
discussions with staff, it was determined that a fifteen year financing was optimal.

e Call provisions — Typically, tax exempt bonds are called (can be paid off) after ten yeats.
Banks offer a wider variety of prepayment options including: non-callable, five or ten year
call options, “make-whole call” and a set redemption premium. Non-callable bonds have
the lowest interest rates, but leave the City with limited flexibility. Make-whole call
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provisions also generally have very low interest rates, but in certain interest rate
envitonments, the prepayment penalty can be very large. Conversely, shorter call petiods
and bonds that are callable at any time offer the greatest flexibility, but typically have higher
interest rates. Based on our discussions with staff, we determined that the City wants the
bonds to be callable with as small of a premium as possible.

e Change in interest rate provisions — Bank loans typically include the ability to change the
Fxed interest rate in the event the bonds are determined to be taxable and/or the Federal
corporate tax rate changes. However, in the aftermath of the financial crisis in 2007 and
2008, some banks have developed very broad change in interest rate language. The language
allows the bank to increase the intetest rate in the event that capital charges change and/or
the banks cost of funds change. These provisions are often vague and difficult to quantify.
And, the change in interest rate could be material. While bank loans with these provisions
generally have lowet interest rates, based on our discussions with staff we determined that
the City would prefer to limit the ability of the bank to change the interest rate unless the
savings was very material.

Our approach to reviewing proposals is to begin eliminating proposers and get to a list of a couple
firms for final consideration. In this case, First State Bank submitted a strong proposal, but the
interest rate was materially higher than other banks, so they were eliminated. BB&T, JP Morgan
Chase and SunTrust all had very low interest rates, but each had different terms and conditiops.

The terms and conditions for JP Morgan Chase and SunTrust Bank include the more onerous
adjustment to interest rate language, while the BB&T proposal did not. Since the JP Morgan Chase
interest rates were lower than the SunTrust interest rates we eliminated SunTrust Bank. 'This left JP
Motgan Chase and BB&T as the final two banks under consideration. The 15-year rate proposal for
JP Morgan Chase based on a 5-year par call was indicated at 2.48% (note this is an indication and is
not locked in). The 15-year rate proposal BB&T submitted for bonds that can be called at any time
with 2 1% call premium is 2.65%. So the BB&T proposal is 0.17% higher, but eliminates most of
the risk of the interest rate changing over time.

Recommendation

After discussing these options with staff, PFM recommends that the City accept the BB&T proposal
with a 15-year term. The interest rate is very low and the terms and conditions offer the City the
least risk of an increase in interest rate at a later date. The 15-year term is optimal in that the debt s
repaid faster than typical governmental financings (20 or 30 years), while avoiding rate increases that
are higher than current projections. If the City selects a financing with a shortet term it may require
larger rate increases. It is worth noting that if revenues grow mote than projected over the next few
years, the BB&T loan can be prepaid prior to maturity. In summary, the BB&T 15-year loan offers
the City the optimal mix of low rates, favorable terms and the ability to avoid additional sewer rate
increases in the future.



SOURCES AND USES OF FUNDS

City of Key West, Florida
Proposed Sewer System Revenue Bonds, Series 2011 (15-Year Financing)

PRELIMINARY NUMBERS
BB&T (1% Pre-Pay Premium 2.65%)

Dated Date 12/14/2011
Delivery Date 12/14/2011

Sources:

Bond Proceeds:
Par Amount 6,400,000.00

Other Sources of Funds:
Cash Contribution 403,295.00

6,805,295.00

Uses:
Project Fund Deposits:

Project Fund 6,200,000.00
Other Fund Deposits:

Reserve Fund 550,295.00
Delivery Date Expenses:

Cost of Issuance 55,000.00

6,805,295.00

Note: *Numbers for discussion purposes only
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BOND SUMMARY STATISTICS

City of Key West, Florida
Proposed Sewer System Revenue Bonds, Series 2011 (15-Year Financing)

PRELIMINARY NUMBERS
BB&T (1% Pre-Pay Premium 2.65%)
Dated Date 12/14/2011
Delivery Date 12/14/2011
First Coupon 04/01/2012
Last Maturity 10/01/2026
Arbitrage Yield 2.650276%
True Interest Cost (TIC) 2.650276%
Net Interest Cost (NIC) 2.650000%
All-In TIC 2.764472%
Average Coupon 2.650000%
Average Life (years} 8.719
Duration of Issue (years) 7.670
Par Amount 6,400,000.00
Bond Proceeds 6,400,000.00
Total Interest 1,478,758.89
Net Interest 1,478,758.89
Total Debt Service 7,878,758.8%
Maximum Annual Debt Service 554,987.50
Average Annual Debt Service 532,448.51
Underwriter's Fees (per $1000)
Average Takedown
Other Fee
Total Underwriter's Discount
Bid Price 100.000000
Par Average Average PV ofibp
Bond Compaonent Value Price Coupon Life change
Serials 6,400,000.00 100.000 2.650% 8.719 4,809.10
6,400,000.00 2719 4,809.10
All-Tn Axbitrage
TIC TIC Yield
Par Value 6,400,000.00 6,400,000.00 6,400,000.00
+ Accrued Interest
+ Premium (Discount}
- Underwriter's Discount
- Cost of Issnance Expense -55,000.00
- Other Amounts
Target Value 6,400,000.00 6,345,000.00 6,400,000.00
Target Date 12/14/2011 12/14/2011 12/14/2011
Yield 2.650276% 2.650276%

Note: *Numbers for discussion purposes only

2.764472%
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BOND PRICING

City of Key West, Florida .
Proposed Sewer System Revenue Bonds, Series 2011 (15-Year Financing)

PRELIMINARY NUMBERS
BB&T (1% Pre-Pay Premium 2.65%)
Maturity
Bond Component Date: Amount Rate Yield Price
Serials:
10/01/2012 2.650% 2.650% 100.000
10/01/2013 385,000  2.650% 2.650% 100.000
10/01/2014 395,000 2.650% 2.650% 100.000
10/01/2015 405,000 | 2.650% 2.650% 100.000
10/01/2016 415,000 2.650% 2.650% 100.000
10/01/2017 425000 2.650% 2.650% 100.000
10/01/2018 : 435,000 2.650% 2.650% 100.000
10/01/2019 450,000 2.650% 2.650% 100.000
10/01/2020 460,000 2.650% 2.650% 100.000
10/01/2021 470,000  2.650% 2.650% 100.000
- 10/01/2622 485,000 2.650% 2.650% 100.000
10/01/2023 500,000 2.650% 2.650% 100.000
10/01/2024 510,000 2.650% 2.650% 100.000
10/01/2025 525,000  2.650% 2.650% 100.000
10/01/2026 540,000 2.650% 2.650% 100.000
6,400,000
Dated Date 12/14/2011
Delivery Date 12/14/2011
First Coupon 04/01/2012
Par Amount 6,400,000.00
Original Issue Discount
Production 6,400,000.00  100.000000%
Underwriter's Discount
Purchase Price 6,400,000.00  100.000000%
Accrued Interest
Net Proceeds 6,400,000.00

Note: *Numbers for discussion purposes only
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BOND DEBT SERVICE

City of Key West, Florida
Proposed Sewer System Revenue Bonds, Series 2011 (15-Year Financing)
PRELIMINARY NUMBERS
BB&T (1% Pre-Pay Premium 2.65%)
Dated Date 12/14/2011
Delivery Date 12/14/2011

Period Annual

Ending Principal Coupon Interest Debt Service Debt Service
04/01/2012 50,408.89 50,408.89
10/01/2012 84,800.00 84,300.00 135,208.89
04/01/2013 84,800.00 84,800.00
10/01/2013 385,000 2.650% 84,800.00 469.,800.00 554,600.00
04/01/2014 79,698.75 79,698.75 :
10/01/2014 395,000 2.650% 79,698.75 474,698.75 554,397.50
04/01/2015 . 74,465.00 74,465.00
10/01/2015 405,000 2.650% 74,465.00 479,465.00 553,930.00
04/01/2016 69,098.75 69,098.75
10/01/2016 415,000 2.650% 69,098.75 484,098.75 553,197.50
04/01/2017 63,600.00 63,600.00 :
10/01/20L7 425,000 2.650% 63,600.00 488 600.00 552,200.00
04/01/2018 57.968.75 57,968.75
10/01/2018 435,000 2.650% 57,968.75 492 968.75 550,937.50
04/01/2019 52,205.00 52,205.00
10/01/2019 450,000 2.650% 52,205.00 502,205.00 554,410.00
04/01/2020 46,242.50 46,242.50
10/01/2020 460,000 2.650% 46,242.50 506,242.50 552,485.00
04/01/2021 ) 40,147.50 40,147.50
10/01/2021 - 470,000 2.650% 40.147.50 510,147.50 550,295.00
04/01/2022 33,920.00 33,920.00
10/01/2022 485,000 2.650% 33,920.00 518,920.00 552,840.00
04/01/2023 27.493.75 27A493.75
106/01/2023 500,000 2.650% 27493.75 52749375 554,987.50
04/01/2024 20,868.75 20,868.75
10/01/2024 510,000 2.650% 20,868.75 530,868.75 551,737.50
04/01/2025 14,111.25 14,111.25
10/01/2025 525,000 2.650% 14,111.23 539,111.25 553.222.50
04/01/2026 7,155.00 7,155.00
10/01/2026 540,000 2.650% 7,155.00 547,155.00 554,310.00

6,400,000 . 1,478,758.89 7,878,758.89 7,878,758.89

Note: *Numbers for discussion purposes only
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BOND DEBT SERVICE

City of Key West, Florida
Proposed Sewer System Revenue Bonds, Series 2011 (13-Year Financing)

PRELIMINARY NUMBERS
BB&T (1% Pre-Pay Premium 2.65%)
Dated Date 12/14/2011
Delivery Date 12/14/2011
Period

Ending Principal Coupon Interest Debt Service
10/01/2012 135,208.89 135,208.89
10/01/2013 385,000 2.650% 169,600.00 554,600.00
10/01/2014 395,000 2.650% 159,397.50 554,397.50
10/01/2015 405,000 2.650% 148,930.00 553,930.00
10/01/2016 415,000 2.650% 138,197.50 553,197.50
10/01/2017 425,000 2.650% 127,200.00 552,200.00
10/01/2018 435,000 2.650% 115,937.50 550,937.50
10/01/2019 450,000 2.650% - 104,410.00 554,410.00
10/01/2020 - 460,000 2.650% 92.485.00 552.485.00
10/01/2021 470,000 2.650% 80,295.00 550,295.00
10/01/2022 485,000 2.650% 67,840.00 552,840.00
16/01/2023 500,000 2.650% 54,987.50 554.,987.50
10/01/2024 510,000 2.650% 41,737.50 551,737.50
10/01/2025 525,000 2.650% 28,222.50 553,222.50
10/01/2026 540,000 2.650% 14,310.00 554,310.00
6,400,000 1,478,758.89 7.,878,758.89

Note: *Numbers for discussion purposes only
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AGGREGATE DEBT SERVICE

City of Key West, Florida
Proposed Sewer System Revenue Bonds, Series 2011 (15-Year Financing)

PRELIMINARY NUMBERS

BB&T (1% Pre-Pay Premium 2.65%)

Proposed Sewer State

System Revenue Revolving

Bonds, Series Loan
Period 2011 (15-Year (Subordinate Aggregate
Ending Financing) Series 2003 ) Debt Service
10/01/2012 135,208.89 2,012,767.50 366,367 2,514,343.39
10/01/2013 554.,600.00 2,013,317.50 366,367 2,934,284.50
10/01/2014 554,397.50 2,011,087.50 366,367 2,931,852.00
10/01/2015 553.930.00 2,016,537.50 366,367 2.936,834.50
10/01/2016 553,197.50 2,014,850.00 366,367 2,934.414.50
10/01/2017 552,200.00 2,010,012.50 366,367 2,928.579.50
10/01/2018 550,937.50 2,012,025.00 366,367 2,929.329.50
10/01/2019 554,410.00 2,015,362.50 366,367 2,936,139.50
10/01/2020 552.485.00 - 2,014,162.50 366,367 2,933,014.50
10/01/202% 550,295.00 2,020,412.50 366,367 2,937,074.50
10/01/2022 552,840.00 2,013,687.50 183,185 2,749,712.50
10/01/2023 554,987.50 2.009,412.50 2,564,400.00
10/01/2024 551,737.50 2,007,375.00 2,559,112.50
10/01/2025 553,222.50 2,010,156.26 2,563,378.76
10/01/2026 554.310.00 ©  2,014,437.50 2,568,747.50
7,878,758.89 30,195,603.76 3,846,855 41,921217.65

Note: *Numbers for discussion purposes only

Nov 28,2011 11:45 am Prepared by Public Financial Management




COST OF ISSUANCE

City of Key West, Florida
Proposed Sewer System Revenue Bonds, Series 2011 (15-Year Financing)

. PRELIMINARY NUMBERS
BB&T (1% Pre-Pay Premium 2.65%)

Cost of Issuance $/1000 Amount
Bond Counsel 3.90625 25,000.00
Bond Counsel Expenses 0.70313 4,500.00
Financial Advisor 2.96875 19,000.00
Financial Advisor Expenses . 0.15625 1,000.00
Bank Counsel 0.70313 4,500.00
Miscellaneous 0.15625 1,000.00

8.59375 55,000.00

Note: *Numbers for discussion purposes only

Nov 28,2011 11:45 am Prepared by Public Financial Management




.

Atlanta

Bryant
Mailler N
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Tallahassee, FL 32301

Tel 850.222.8611

LN T N

November 2, 2011
Mr. Jim Scholl, City Manager
The City of Key West
525 Angela Street
Key West, Florida 33040
Re:  Proposed issuance of Sewer System Revenue Note, Series 2011

Dear Jim:

On October 25, 2011, you requested that we respond to certain questions regarding the
issuance of the referenced debt, the proceeds of which would be used to finance a payment by the
City to the State of Florida Department of Emergency Management in the amount of $6,268,629.46
for funds that FEMA de-obligated for sewer system purposes.

In response to the first question, the authority to borrow $23 million authorized by the City
Commission Bond Referendum Resolution 99-346 and the voter approval thereof {the "Bond
Referendum”} survives the passage of time until the point that the issuance of debt reaches the $23
million debt limitation.

The loan to the City from the Department of Environmental Protection (State Revolving
Fund) constitutes a borrowing that must be approved by voters and the amount borrowed
thereunder applies against the authority provided under the successful Bond Referendum.
However, we understand that no other debt has been issued that would apply against such
authority. Therefore, sufficient authority exists under the Bond Referendum to allow for the
issuance of the Series 2011 Note.

The City Commission Bond Anticipation Notes Ordinance No. 00-6 may not be used to
authorize the Series 2011 Note. At the request of the City, we are drafting an ordinance to authorize
the issuance of the Series 2011 Note.

Please let me know if you need any further review.

Sincerely,

» Jacksonville + Miami <« Orlando < Tallahassee < Tampa < Washington, D.C.



CITY OF KEY WEST
Sewer System Revenue Bond, Series 2011

Financing Timetable

Date Event Responsibility
November 1 Distribute Timetable FA '
November 2 Distribute 1* Draft of Bank RFP FA
November 3 Comments due on RFP FA
November 4 Distribute Bank Loan RFP to potential lenders FA
November 8 Distribute 1* Draft of Ordinance & Resolution BC
November 11 Comments due on 1% Draft of Ordinance & Resolution All
November 15 City Commission Meeting — 1* Reading of Ordinance City
November 22 RFP Responses Due City, FA
November 23 PFM Recommendation on Bank Loan Provider to City FA
December 6 City Commission Meeting — Approval of Ordinance & City
Resolution
December 13 Pre-Closing All
December 14 Loan Closing All

Legend
City City of Key West, Florida
BC Bond Counsel — Bryant Miller Olive P.A.
FA Financial Advisor - Public Financial Management, Inc,
Bank TBD
All Working Group — All the above

Page 1 of 3



CITY OF KEY WEST
Sewer System Revenue Bond, Series 2011

Working Group Distribution List

ISSUER

City of Key West, Florida
Overnight Delivery/Physical Address:
525 Angela Street

Key West, FL 33041-1409

Jim Scholl
City Manager

Mark Finigan
Assistant City Manager - Admin

E. David Fernandez
Assistant City Manager - Operations

Shawn Smith, Esq.
City Attorney

626 Josephine Parker Drive - Suite 201
Key West FL 33040

Roger Wittenberg
Director, Finance Department

BOND COUNSEL

Bryant Miller Olive

101 North Monroe St., Suite 900
Tallahassee, F1. 32301

(850) 222-8611

Fax — (850) 222-8969

George A. Smith, Jr.
Esquire

Jason Breth
Esquire

One Tampa City Center, Suite 2700
Tampa, FL 33602

Duane Draper
Esquire

Muailing Address:
P.O. Box 1409
Key West, FL 33041-1409

(305) 809-3888
Fax